Personal Income Tax Exemption
niform d*,Serv:ces /

for Montana.

Mohtén‘ar Cdnsﬁtutioh‘ '

EXEAIPTI ONS
A HISTORY

v This is by,noﬂni@ansv a NEW id??‘: '

v"Many States have changed their tax

. codes in order to make residency in - .

ttractive to military

, BACKGROUND o

Elghteen (18) States exempl 100% of mihtarv
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BACKGROUND

There are nine (9) states with no Personal

Income Tax (PTT):

“~Alaska Florida New“Hampshire*
; Wyoming South Dakota

Washington . Tennessee®

Only tax iniercsi income derived fromi out of starc instituions:
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BACKGROUND

Seventeen (17) States provide pattial

exemption.
Montana is one of these. However, 1t onl
applies to a few retirees because'

7 Up to $1,600 in interest income.

« Must b¢ 65 orolder
Up 10°83; 600 ifcome

if gross income exceeds $30,000

Y refirermentincome thatss [

=« The Mililary Officer; June 2008

“States that provide relatively high tax

EXEMPTIONS

So.....

What do they know that we
don’t?

exclusions for all taxpayers in an age’
group presumably are acting to
attract retired people to the stat

to  keep: retired - residen

moving to another state”with a. tax
regimen more favorable to them.”

.« National Confercuce of Legislitors.

18 S(y}ltr:nl)t‘t, 2003




L Moniang,

5 alder workers will play a large role in the:

state’s Jabor force i the futnre. Increasing
enmployment anong this group will be a-

SO WHO IS A
MILITARY RETIREE:

Reliree Profile
AGE
v.Younger - 39 to 44 years old
 INCOME

nual pension is $30,044*

*New retiree average pension based on 28% Qfficer, 72% Enlisted ~
2008 military pay chart data

WHY EXEMPT MILITARY
- PENSIONS?

State income tax structure is a driving
factor in a militaty retiree’s selecti
primary residence after leaving act,
duty. '

“ States where tax exemption or substantial tax

setlarge retiree populations out

of proportion to'total Staté population. .

NOT YOUR AVERAGE RETIREE!

First and foremost, helshe is
NOT retired.

An average profile of a military retiree
... would be:

Retiree Profile (cont.)

EMPLOYMENT

v Not only needs to work - wants to wqrjf(‘ ‘

v ‘Possesses significant service-acquired skills

- Management, engineering, technology,
ducation; and medical fields

v .Spouses also bring employable skills
- Many are professionals




EMPLOYMENT , BUT MOST IMPORTANTLY......

(cont:)
«Thése retirees have a negative Lff(.(.l on:

v Entrepreneurially inclined - will create small - Community Schools

businesses-and more employment... 1 Services

xy et -~ Medicaid or welfare =,

¥ Well positioned to meet new Industry « ‘An influx of skilled engineers; technicians;
-employment needs : ssicians, healih service workers and educational

/ Y . i Ty ;
Vo umcefsin part,Ofmmtary culture sonomy in times of economic downturn

_Dob actyarial statistics

DEMOGRAPH]CS \VHERE DO THEY RETIRE?

s reiirees Jive in the fourucrx {14} states
Thercaré 1,859,677 paid xmhlar\ !LUIC 8 f{cmss’ the
nation.

~ Ofﬁqch =.519,396 -(28%)
= Enlisted =.1;340,281 (72%):

+ $43,573,120,000 was the iotal of DOD
transfer -payments to the 50 states and
age $23,430/ retiree)

No pxtmpti

I3 o e il

. 2007 PIT PAID BY MILITARY
MONTANA DATA | ' ~ RETIREES IN MONTANA

< Data obtaiied from the 2007 DOD Statistic
Reporton the Military Retiresnent S

47,785 military retirecs subjcet to Montana |
Associated Pederal 1
S 158,688,000/ yr

2007 Aciuarial statistics from DOD:'on-the Military Retirement System




- ECONOMIC STABILITY FOR
"MONTANA

Income it not impacted by jab layotfs, fe
depressions (recession proof) )
st of Taving Adjusuments
reHrement INCOME, SO
receipt.disability payments
Mary-also hs pensions

@ tovered by the milita

MONTANA MILITARY RETIREE
INCOME BY AGE ($millions)

42t0 51

52to 61 ¥ 2 Mit Ret

62t0 71 & 2nd Job
# Soc Sec

72to 81 ¥ 2nd Ret

81plus SSRGS
0 50 100

Millions of dotlars bised on"2006 DOD data .

PROJECTED PIT REVENUES

(hascd on 1000 gew retirces )

Average pension for a military retiree couple 1s $30,044.%
Civilian emplayment.is est. at $46,748 /vear/retired

atéd $1,869,920 10 Stan
3 etireés through their ¢
employment; E
Add major tax gains redlized for the significint few
business generated in the economic community through
the multiplier impact of fetirces pensions.
Attracting and reraining 1,000 new military
ih fiveyears 1s a realistic goal under

. Income. ta 2nd job)

{(spou

JMPACT ON MONTANA
“Healthcare Dollars
(TRICARE and Ditect Caré systems)

] 589,6703()00 dollars were spent osrfetiree '
healtheare in Montana in 2007
har amounis o $10,769 per retirée
Federa dollars bring i medical servicegithat
-may not bé supported by smaller populations

PROJECTED PIT REVENUES

(based on 1000 new reurces)

- Calculation Basis:
=~ 1,000 military sctirees (post 2008}
21 28%y Officer-at median rank O-4/24 years sery
-2 729 Enlisted at median grade B-7/22ye
= Estimated ransferfunds (retirement)
$30,044,000/1000 rétirces/year
1,956,000%
084,960

NEW REVENUE THAT WILL HELP:
OFFSET INITIAL LOSS OF
RETIREMENT INCOME

Property 70 .. Education (GLBdl)
- Sociak Seaur
Payroll.'1 o Nedical

bustnesses

Purchases/construction

ed goods &

*Re progudy fase

Source: Buleddof Gessus; 2008)




SUMIVIARY

- In addmon 10 tax revenues g.zms, a mvnad of other .

bencfits will'be gamed
1;-Federal Transier Funds in hundreds of millions of dolidrs,
A muluphex effectresuliing in hondreds of million
- spention home construcuon, pmpem,, fmmshmg
apphmces

2 AW mfuaum of. sxgmﬁc.mt technical, mamget

yob growth and employmenr

mpact oo the schoal sy 5tem ag most Lhddrtn of

5, l\fIxmma hp oo dm.m on ]a\x enl'orcemen( TEBOUTCERL

Military Retireés

EVERYONE WINS'

“The People declare that Mohtan‘a' |

servicemen, servicewomen, and
‘veterans may be given special -
cons:deratlons determined by the
: : Ieglslature ‘

Arti !e iI, Section 35
.ontana Cons’ututlon

~ SUMMARY (continued)

6. Tax teveniies derived ffom property v; values, 77 5

7 Na wellare impace due to.incomie level -

8. No impacton Medicaid as healdx insurance is well €51
(ERICARE and Medicare)

9. Potential leverage againsrhiture base closures: -

14 Increase in:Moniana income rax revenues: dué To-cetiree cmh.m

. employment dctivities and inceased profi it/ salancs for'new. mdus(rv g

and small businesses.
e down tusns

Olgamzauons that endmse this
‘ Bill: e

VMT American Legion .
¥ MT.Veterans of Foreign.Wars.

' VMT Disabled Americanh Veterans

v'MT Enlisted Association .

vWestern MT Military Officers’ Assomatlon

¥.Marine Corps League
‘Forges. Association




